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3 August 195

MEMORANDUM FOR:  Deputy Director for Intelligence
FROM: Director of Central Intelligence

SUBJECT : 1986 Research Program

1. 1 have found the cross-cuttina themes in the 1986 research
prograimn very impressive.

2. Reading it gives me the occasion to sugyest that we ask 0]
to do some work on the global financial structure and interrelationships
between its key elements and the leverages and the vulnerabilitiey it
creates for various countries. As I see it, the key elements are the
trade deficits and the potential for protectionist measures which they
engender, the foreign investment flow, together with the budget deficits
and the financial vulnerability which could come fron withdrawals of
funds or other elements of the financial flow, e.u. heavy Japanesc
investments in other countries, the foreign debt overhang, the relative
value of currencies, particularly the dollar, and the trade implications,
as well as the financial vulnerabilities which Mmight occur from abrupt
changes in relative values, the implications of the drift of production
capabilities and technology from one country to others, notably the US,
Japan and Europe, subsidy in market targetting and other trade promotion
policies, etc.

3. Ve have done work on most of the above separately. ‘e should
take a look at their interrelationships in the context of the total
global economic, financial and political structure. Let's talk about
who could take the first shot at fornulating the framework for this
kind of an undertaking.
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